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Objectives

- What makes governmental accountlng
different than private sector? .ot

- Measurement Focus & Basis
Accounting %

What's a fund’?’




How Is Government different from
Private Sector?
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Users of Accounting Information

- PRIVATE SECTOR - GOVERNMENT
— Shareholders - — Taxpaye ‘:_“w
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State and Local Government GAAP

GASB - Governmental
Accounting Standards Wiems | . Governmental

Accounting Standards Series

Board

What is GAAP?
— Generally Accepted
Accounting Principles

e standard framework of
guidelines for financial

Statement No. 55 of the
Governmental Accounting
Standards Board

The Hierarchy of Generally Accepted
Accounting Principles

accounti ng for State and Local Governments
* includes the standards, =
conventions, and rules H_;'-' AR
accountants follow in ™ .
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Acronyms...

FAF - Financial Accounting Foundation oversees
GASB and FASB AN X

Board
FASB - Financial Accountln
FASAB - Federal Acco



Basis of Accounting -
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Other Comprehensive Bases of
Accounting (OCBQA) .

Cash Basis
Modified Cash

Reqgulatory

Other Standard
Setting




Bases of Accounting

Cash

Modified Cash



What’s the Difference?

-

» Cash HON
— What's in the checkbook? e ;"".'\;\-._‘

- Modified cash IMR A \}&
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What iIs the Same?

* Double entry
accounting

— Two entries for every

transaction
— Debits = Credits
» + or — depending on the
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Objectives of Financial Reporting

Fulfill government’s duty
to be publicly accountable
to constituents

Evaluate operating
results for the year

Assess level of services

-

provided =
Assess financial pos
Disclose restrictions
risk potential (
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What’s a Fund?

Fund: A self P

contained accounting ALY
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Why Separate Funds?

Accountability of Resources oy
— Required by law, contract agreement R

* Nature of use A,
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Fund Types

g .

GOVERNMENTAL FUNDS - PROPRIETARY FUNDS
N .‘_ :

General Fund ,sw , Enterprlse F’ 2 S";‘
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Governmental Funds

EXAMPLE TRANSACTIONS

FINANCIAL
I e R s e P i
REVENUE EXPENDITURE/EXPENSE REQUIRED
General Sales taxes Police salaries Current financial Modified accrual
resources flow
(revenues and Governmental Fund
expenditures) Balance Sheet
Special Revenue Gasoline tax Streetand Statement of
highway Revenues,
maintenance Expenditures,
3 ] = i and Changes in
Capital Projects Bond proceeds Building construction Governmental
Fund Balances
Governmental

Debt Service

Property taxes or Bond interest and principal
special repayment
assessments

Permanent

Earnings on permanently restricted resources are used
to finance expenditures of specific
governmental programs, such as cemetery
maintenance.




Governmental Funds

» General Fund- SN
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Governmental Funds
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- Special Revenue Funds- 4
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Governmental Funds

- Capital Project R
Funds- . At
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Governmental Funds
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Governmental Funds

L BN
- Permanent Fund- . ~ %y
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Measurement Focus & Basis of
Accounting (MFBA)

Measurement Focus

tells you WH(\T to

ACCOUNTANTS OF
THE CARIBBEAH
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Two MFBA’s in Governmental
Accounting - Type#1

Economic Resources Measurement Focus
and Accrual Basis of Accountln
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Two MFBA’s in Governmental
Accounting - Type#1

Full Accrual Basis
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Recognizing Revenue and Expense

- Recognizing a revenue: Y
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Two MFBA’s in Governmental

Accounting - Type#2

* Current Financial Resources

Measurement Focus and Modified \Accrual
Basis of Accounting NN

R A \. -
.g,‘l_-.qi‘}‘; Nk
> \r S :
»"\ _‘ 1t ; iy

© #
c-,i i"‘.r "95%?"’“ ' .
- WHAT: Current fmanmaﬂ@ﬁﬂrce
measurement focus @nly,,@“onaders
SHORT- TERI\/I quUI&E?ENT inflov

arices of expendable ’*»




Two MFBA’s in Governmental
Accounting - Type#2..
- Modified Accrual Sy
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Revenues and Expenditures

- Recognizing a revenue:

— Received within availability period — Y
- DR Receivable T
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How can you tell MFBA by looking at a financial
statement?

- Modified - Full Accrual
— Expenditures (Capital - — Expenses ‘_‘,'.;-\
Outlay and Principal | - et -
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Report
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Statistical Section not required for GAAP
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Auditor’s Oplnlon
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Auditor’s Opinion (Co,ntlnued)
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Management’s Discussion and Analysis

* A narrative discussion
of the entity’s financial SV,
position and activity
for the current year.

* ONLY required
elements 435




SOIL AND WATER CONSERVATION DISTRICT
, MINNESOTA

MANAGEMENT’S DISCUSSION AND ANALYSIS
DECEMBER 31, 2007
(Unaudited)

The Soil and Water Conservation District’s Management’s Discussion and Analysis
(MD&A) provides an overview of the District’s financial activities for the fiscal year ended
December 31, 2007. Since the information is designed to focus on the current year’s activities,
resulting changes, and currently known facts, it should be read in conjunction with the District’s
financial statements.

Governmental Accounting Standards Board (GASB) Statement 34 requires governments to
include summarized comparative financial information in the MD&A. Only one year of data is
provided here because this is the first year the District has reported in accordance with GASB
Statement 34. Subsequent years will provide comparative information.

KEY FINANCIAL HIGHLIGHTS FOR FISCAL YEAR 2007

e Net assets increased $36,173 from fiscal year 2006.

e Revenue for fiscal year 2007 exceeded the final budgeted expectation by $54,482.
e Fund balance increased by $37,523 from fiscal year 2006.

USING THIS ANNUAL REPORT

This annual report consists of two parts: the MD&A and the basic financial statements. The
basic financial statements include a series of financial statements. The Statement of Net Assets
and the Statement of Activities provide information about the activities of the District as a whole
and present a longer-term view of the District’s finances. Fund financial statements report the
District’s operations in more detail than the government-wide statements by providing
information about the District’s most significant funds. Since soil and water conservation
districts are single-purpose special purpose governments they are generally able to.combine the

government-wide and fund financial statements into single presentations. The Soil and |

Water Conservation District has elected to present in this format.
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Basic Financial Statements

Government-wide

— Statement of Net
Assets

— Statement of Activities
- Fund Level

— Governmental *
- Proprletary';;{*- 757
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Statement of Net Assets

STATEMENT OF NET ASSETS - MODIFIED CASH BASIS
DECEMBER 31. 2008

ASSETS
Current Assets:
Petty cash
Pooled cash and investments

Total Current Assets

Capital Assets:
Property and equipment
Less: accumulated depreciation

Net Capital Assets

TOTAL ASSETS

LIABILITIES
Current portion of loan payable

State loan payable, net of current portion
TOTAL LIABILITIES

NET ASSETS
Investment in capital assets, net of related debt
Unrestricted

TOTAL NET ASSETS

;
100
2,105,633

2,105,733

7,685,770
(533,593)

7,152,177

9,257,910

30,901

15,450

46,351

7,105,826
2,105,733

9,211,559




Statement of Activities

D= S = LA SR E =2 =S R L T LRI F ST LV W Y
STATEMENT OF ACTIVITIES - MODIFIED CASH BASIS
FOR THE YEAR ENDED DECEMBER 31, 2008

Net (Expenses)

Revenues
and Changes
Expenses Program Revenues in Net Assets
Special
Allocated Assessments Operating Capital
Salaries & and Charges Grants and Grants and Governmental
Direct Overhead Total for Services  Contributions  Contributions Activities
FUNCTION/PROGRAMS
General and administrative construction 5 (524,056) $ 452,223 § (71,833) § 7424 § - 8 - 5 (64,409)
Ongoing projects and studies (452,513) (98,538) (551,051) 96,306 16,000 . (438,745)
Capital projects (507,075) . (353,685) (860,760) 13,360 - 677,921 (169,479)
Payments to RRWMB (860,916) - (860,916) - - - (860,916)
“Allocated interest (38,818) - (38,318) - - - (38,818)
Total Governmental Activities $ +(2,383,378) $ - § (2,383,378) § 117,090 § 16,000 § 677,921 (1,572,367)

General Revenues:

Tax levies 1,687,667
Intergovernmental, (not restricted to specific programs)

State MV and disparity reductlon credits 216,035 R
Allocated interest 110,518 |

A

Total General Revenue

2,014,220 &8
“’
L .
Changes in Net Assets 441,853 by

r

Net Assets - Beginning 8,769,706

Net Assets - Ending $_ 9211559
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Balance Sheet




WATERSHED DISTRICT

BALANCE SHEET Statement 3
GOVERNMENTAL FUNDS
December 31, 2008
Total
Capital Governmental
Operations Improvement Funds
Assets 2008
Cash and short-term investments $1,271,060 $2,689,545 $3,960,605
Due from other governments - 19,089 19,089
Taxes receivable:
Delinquent 43916 4,222 48,138
Due from county 10,911 1,049 11,960
Prepaid items 4,918 - 4,918
Total assets $1,330,805 $2,713,905 $4,044,710
Liabilities and Fund Balances
Liabilities:
Accounts payable $117,840 - $8713 $118,713
Contracts payable 62,056 1,594,590 1,656,646
Deposits payable 169,739 - 169,739
Deferred revenue 43,916 23,309 67,225
Total liabilities 393,551 1,618,772 2,012,323
Fund balance:
Unreserved:
Designated:
Special Revenue Fund - 1,095,133 1,095,133
Undesignated:
Operations 937,254 - 937,254
Total fund balance 937,254 1,095,133 2,032,387
Total liabilities and fund balance $1,330,805 $2,713,905 $4,044,710
Fund balance reported above $2,032,387
Amounts reported for governmental activities in the statement of net assets are
different because: ) ’
Capital assets used in governmental activities are not financial resources, and,
therefore, are not reported in the funds. 6,897,755
Long-term liabilities, including compensated absences and bonds payable, are not due )
and payable in the current period and, therefore, are not reported in the funds. (1,543,592)
Other long-term assets are not available to pay for current period expenditures
and, therefore, are deferred in the funds. 67,225
Net assets of governmental activities $7,453,775
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Watershed Balance Sheet

EXHIBIT 1

GOVERNMENTAL FUNDS BALANCE SHEET AND
GOVERNMENTAL ACTIVITIES - STATEMENT OF NET ASSETS
WITH ADJUSTMENTS TO CONVERT MODIFIED TO FULL ACCRUAL
DECEMBER 31, 2007

Operations
and Governmental
! Activities

Mai

Assets

Cash and pooled investments  $ 822,817 930,324 930,324
Cash held in trust 1,568,554 1,568,554 1,568,554
Taxes receivable '

Prior 20,059 20,482 20,482
Due from other governments 24,494 . 24,907 24,907
Noncurrent assets

Capital assets

Depreciable - net - - - 18,124 18,124

Total Assets § 2435924 8 58,190 2,544,267 18,124 2,562,391

iabilities

Current liabilities ; C
Accounts payable 1,859 1,859 - . 1,859
Salaries payable 6,260 6,260 - 6,260
Contracts payable 17,182 17,182 - 17,182
Due to other governments 59,278 59,278 - 59,278
Deferred revenue - unavailable 20,059 20,482 (20,482) -
Funds held in trust : 1,568,554 1,568,554 - 1,568,554
Long-term liabilities
Due in more than one year - - 25,601 25,601

Total Liabilities 1,673,192 1,673,615 5,119 1,678,734

Fund Balance/Net Assets

Fund Balance
Unreserved, designated for
working capital cash flow 309,000 - - 309,000 (309,000)
Undesignated 453,732 57,767 50,153 561,652 (561,652)

Total Fund Balance 762,732 57,767 50,153 870,652 (870,652)

Total Liabilities and
Fund Balance $ 2435924 § - 58,190 $ 50,153 § 2,544,267

Net Assets
Invested in capital assets 18,124 $
Unrestricted 865,533 865,533

Total Net Assets

S 883,657 8 883,657




Reconciliation

EXHIBIT 1
(Continued)

GOVERNMENTAL FUNDS BALANCE SHEET AND
GOVERNMENTAL ACTIVITIES - STATEMENT OF NET ASSETS
WITH ADJUSTMENTS TO CONVERT MODIFIED TO FULL ACCRUAL
DECEMBER 31, 2007

Reconciliation of the Governmental Fund Balance to Net Assets
Fund Balance - Governmental Funds 870,652
" Total net assets reported for governmental activities are different because:

Capital assets used in governmental activities are not financial resources and, therefore,
are not reported as assets in the funds. ' 18,124

Long-term liabilities are not due and payable in the current peried and, accordingly, are
not reported as liabilities in the funds. . (25,601)

Revenues in the statement of activities that do not provide current financial resources
are not reported as revenues in the funds. 20,482

Net Assets - Governmental Activities

S 883,657




SOIL AND WATER CONSERVATION DISTRICT
, MINNESOTA

GENERAL FUND BALANCE SHEET AND GOVERNMENTAL ACTIVITIES

EXHIBIT 1

STATEMENT OF NET ASSETS
WITH ADJUSTMENTS TO CONVERT MODIFIED TO FULL ACCRUAL
DECEMBER 31, 2007
General Governmental
Fund Adjustments Activities
Assets
Cash and investments $ 240,772 $ - 240,772
Accounts receivable 668 - 668
Total Assets $ 241,440 $ - 241,440
Liabilities
Current liabilities
Accounts payable $ 60 $ - 60
Salaries payable ’ 1,733 - 1,733
Due to other governments 4,223 - 4,223
Deferred revenue - unavailable 535 (535) -
Deferred revenue - unearned 66,480 - 66,480
Performance bond payable 6,062 - 6,062
Noncurrent liabilities
Due after one year - 29,847 29,847
Total Liabilities $ 79,093 $ 29,312 108,405
Fund Balance/Net Assets
Fund Balance
Unreserved
Undesignated 162,347 $ (162,347)
Total Liabilities and Fund Balance $ 241,440
Net Assets
Unrestricted $ 133,035 133,035

Reconciliation of the General Fund Balance to Net Assets
Fund Balance - General Fund

Compensated absences are reported in the Statement of Net Assets
but not in the Fund Balance Sheet.

Deferred revenue - unavailable becomes revenue under full accrual.

Net Assets - Governmental Activities

162,347

(29,847)

535

S 133,035
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Operating Statement
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Operating Statement

EXHIBIT 2

GOVERNMENTAL FUNDS STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE
AND GOVERNMENTAL ACTIVITIES - STATEMENT OF ACTIVITIES
WITH ADJUSTMENTS TO CONVERT MODIFIED TO.FULL ACCRUAL
FOR THE YEAR ENDED DECEMBER 31, 2007

Operations
General and Governmental
Activities

Revenues )
Taxes 671,078 ; 689,057
Special assessments - ! 12
Licenses and permits 42411 42411
Intergovernmental 38,198 . 38,842
Charges for services 17,098 17,098
Investment income 107,173 107,173
Miscellaneous 957

Total Revenues 895,550

Expenditures/Expenses
Current
Conservation of natural

resources 657,825 -
- Depreciation : 10,199

Total Expenditures/
" Expenses 668,024

Net Change in Fund Balance/
Net Assets 227,526

Fund Balance/Net Assets
January 1 656,131

December 31



Reconciliation

EXHIBIT 2
(Continued)
GOVERNMENTAL FUNDS STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE
AND GOVERNMENTAL ACTIVITIES - STATEMENT OF ACTIVITIES
WITH ADJUSTMENTS TO CONVERT MODIFIED TO FULL ACCRUAL
FOR THE YEAR ENDED DECEMBER 31, 2007

Reconciliation of the Statement of Governmental Fund Revenues, Expenditures, and
Changes in Fund Balance to the Statement of Activitics
Net Change in Fund Balance

Amounts reported for governmental activities are different because:

231,591
Governmental funds report capital outlays as expenditures. However, in the statement of
activities, the cost of those assets is allocated over their estimated useful lives and reported
as depreciation expense. '

Current year depreciation

Certain expenses reported in the statement of activities do not require the use of current

(10,199)
financial resources and, therefore, are not reported as expenditures in governmental funds.
Change in compensated absences

In the funds, under the modified accrual basis, receivables not available for expenditure are
deferred. In the statement of activities, those revenues are recognized when eamed. The

adjustment to revenue between the fund statements and the statement of activities is the
increase (decrease) in tax revenue deferred as unavailable.

Deferred revenue - December 31
Deferred revenue - January 1 .

20,482
Change in Net Assets of Governmental Activities

(13,885) 6,597

$ 227,526




SOIL AND WATER CONSERVATION DISTRICT
, MINNESOTA
EXHIBIT 2

GENERAL FUND STATEMENT OF REVENUES, EXPENDITURES,
AND CHANGES IN FUND BALANCE AND GOVERNMENTAL ACTIVITIES
EMENT OF ACTIVITIES WITH ADJUSTMENTS TO CONVERT MODIFIED TO FULL ACCRUAL
FOR THE YEAR ENDED DECEMBER 31, 2007

General ‘Governmental

Fund Adjustments Activities

Revenues
Intergovernmental ' 169,576 169,576
Charges for services 17,528
Interest on investments 8,039
Miscellaneous 62,499

Total Revenues 257,642 257,730

Expenditures/Expenses
Conservation of natural resources
District operations
Personal services 153,770 155,208
Other services and charges 12,755 12,755
Supplies . 1,078 1,078

—
Total district operations 167,603 169,041
Project expenditures
State 15,556 15,556
District 36,960 36,960
Total project expenditures 52,516 52,516
Total Expenditures/Expenses 220,119 § 1,438 221,557
Net Change in Fund Balance/Net Assets 37,523 $ (1,350) 36,173

Fund Balance/Net Assets - January 1 124,824 (27,962) 96,862

Fund Balance/Net Assets - December 31 162,347 $ (29,312) 133,035

Reconciliation of the Statement of General Fund Revenues, Expenditures, and Changes
in Fund Balance to the Statement of Activities of Governmental Activities

Net Change in Fund Balance

Deferred revenue - unavailable becomes revenue under full accrual.

Some expenses reported in the Statement of Activities do not require the use of current
financial resources and, therefore, are not reported as expenditures in governmental funds.

Change in Net Assets of Governmental Activities
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Notes to the F/S

SOIL AND WATER CONSERVATION DISTRICT
, MINNESOTA

NOTES TO THE FINANCIAL STATEMENTS
AS OF AND FOR THE YEAR ENDED DECEMBER 31, 2007

Summary of Significant Accounting Policies

The financial reporting policies of the Soil and Water Conservation District (the
District) conform to accounting principles generally accepted in the United States of
America. ;

A.

Financial Reporting Entity

The District was organized under the provisions of Minnesota statutes, chapter 103C,
and is governed by a Board of Supervisors composed of five members nominated by
voters of the District and elected to four-year terms by the voters of the County.

The purpose of the District is to assist County land occupiers in applying
practices for the conservation of soil and water resources. These practices are

intended to control wind and water erosion, pollution of lakes and streams, and
damage to wetlands and wildlife habitats.

The District, in cooperation with the U.S. Department of Agriculture’s Natural
Conservation Service and other agencies, provides technical and financial assistance to
individuals, groups, organizations, and governments in reducing costly waste of soil
and water resulting from soil erosion, sedimentation, pollution, and improper land use.

Each fiscal year the District develops a work plan which is used as a guide in using
resources effectively to provide maximum conservation of all lands within its
boundaries. The work plan includes guidelines for employees and technicians to
follow in order to achieve the District’s objectives.

The District is not considered a part of County because, even though the
County provides a significant amount of the District’s revenue in the form of an
appropriation, it does not retain control over the operations of the District.
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BUDGETARY. COMPARISON SCHEDULE
GENERAL FUND
FOR THE YEAR ENDED DECEMBER 31, 2007

Budgctcd Amounts Actual Variance with
Original Final : * Amounts Final Budget

Revenues
Intergovernmental
State grants 82,298 82,298 40,364 (41,934)
County 98,262 98,262 129,212 30,950

Total intergovernmental 180,560 180,560 169,576 (10,984)

Charges for services : 14,000 14,000 17,528 3,528
Interest on investments 3,600 3,600 8,039 4,439
Miscellaneous 5,000 5,000 62,499 57,499

Total Revenues » 203,160 203,160 257,642 54,482

Expenditures
Conservation of natural resources
District operations ' :
Personal services 133,828 133,828 153,770 (19,942)
Other services and charges 12,108 12,108 12,755 (647)
Supplies 3,500 3,500 1,078 2,422

Total district operations 149,436 149,436 167,603 (18,167)

Project expenditures

State g - 15,556 (15,556)
District 23,000 23,000 36,960 (13,960)

Total project expenditures 23,000 23,000 52,516 (29,516)

Total Expenditures 172,436 172,436 220,119 (47,683)

Net Change in Fund Balance 30,724 30,724 37,523 6,799

Fund Balance - January 1 124,824 124,824 124,824

Fund Balance - December 31 $ 155,548 $ 155,548 162,347
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Other Supplementary Information

Additional financial
Information

— May be needed for fair
presentation

» Nonmajor funds
* Individual funds

« Other schedu@es
— Lower Iéver aud|

b Snt
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Why Do | Have to Know This?

Statement of Auditing Standards #115 Communicating Internal Control
Related Matters Identified in an Audit

client has ineffective controls over the prepas on of. theu;flnanmal
statements such that client controls are absent or- c@ﬂtrols are not
effective in preventing or detecting materml,mtss’tafements in the

preparation of financial statements, including I,h‘é‘related footnotes
Although the auditor can propose adngtments and assistin
assembling or drafting the financial.statements, the auditor ¢

establish or maintain the client's c&%trol,,cg -rncludlng mqnltorl
ongoing actlvmes smce domg %%ulihmpalr mdep 1dence.

What it is sayl
your fmanmaﬂvs




Preparing Financial Statements

» Your auditor cannot prepare and then

audit your financial statements . Qi\,.} \
— Unless you are able to understand:the .
financial information incluc ne financial

statements, mcludlng neig'f' clo

-c‘\ Q

- May need t@hrre som me  other har mur
auditor t,o,éfepare ffSﬁ” =" AN
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So What Do | Need to Know?

- Reporting model P

— GASB 34 ) | 3 ‘,‘,",;;\.
» Cash S N R AL

— GASB 40 deposit rlsk dlsclosur A e }q ~ .
- Investments A SONENREN

— GASB 31 Falr yége repor' I
— GASB 4 /€ ’tment r| >

Capltal -«n




What Else?

- Landfills A
— GASB 18 Ay N ~‘~';_ b

- Special assessments Pl Xy
— GASB 6 M 5 N

- Cash flow reportlng : SRME M
- GASB9 XA SA

- Advance refu \dlir gof _d"

)t rf’
Risk 1 Q{“f‘\v'u nent =
=, ,u’%. a _\tt.?":_wj; -




There’s more...?

Compensated Absences - Sales and pledges of accounts
— GASB 16 receivable a0\
Certain grants - GAsB48 \\;\{f:_-c;\' »

— GASB 24 e remedia R
Pensions _"- \.-:?;- -

— GASBs 25, 26, 27, and 50

Non-exchange Transactlon,s
— GASBs 33 and 36







Compliance

* Minnesota Statutes
* Minnesota Rules

- Federal compliance
- Grant agreements

- Contract agreements | '
* Rules, RU|e$4 Rmes ?t ‘"w.,,/,:,,,,,,,n,,m:,/.,,,._/
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Minnesota Legal Compliance

- :

ot All Sections May
Apply
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Deposits

i DEPOSITORIES OF PUBLIC FUNDS AND
PUBLIC INVESTMENTS
‘ Part I. Designation of Depository

§118 , | A. Inthe case of a government entity:
subd. 1

Has each depository of public funds been designated by the government

entity’s governing body, or by its treasurer or chief financial officer, if the
governing body has authorized them to make such a designation?

2 Is each depository one of the following: .I-

§ 118A.01,
sub
I i R

a. i

§ 356A.06, | B. Inthe case of a relief association:
subd. 8a
1. Has each depository for assets, not held by the relief association’s
custodian bank, been designated by the relief association’s governing
board?

d. aninsured thrift institution?
W — o% 5
B a




Deposits and Investments

Part II. Insuring or Securing Deposits

§ 118A.03 . Ifa government entity desires to deposit an amount in excess of deposit insurance,
it must obtain a bond or collateral which, when computed at its market value, shall
be at least ten percent more than the amount of the excess deposit at the close of
the banking day. For the purpose of this section, “banking day” has the meaning
given in Federal Reserve Board Regulation CC, 12 C.F.R. § 229.2(f), and
incorporates a financial institution’s cutoff hour established under Minn. Stat.

§ 336.4-108. If irrevocable standby letters of credit from Federal Home Loan
Banks are used as collateral, the amount must be equal to the amount of the excess
deposit at the close of the banking day.

Review the following general principles of FDIC coverage and complete the
spread sheet in this section to determine the amount of the government entity’s
funds that is not insured and thus need to be either bonded or collateralized.
Deposits held by credit unions are covered by separate deposit insurance rules
promulgated by the National Credit Union Administration (NCUA).




General Principles of FDIC coverage:

1.

2.

Deposits are insured only if the depository is a member of FDIC.

Deposits in one depository are insured separately from deposits in another
depository which is not a branch of the first one. However, a depository
and all of the branches associated with it are treated as a single combined
depository, and the funds deposited in the branches are aggregated for
purposes of insurance coverage.

The aggregate of a government entity’s interest bearing accounts, i.e.,
savings accounts, NOW accounts, and time deposits (CDs), with the same
depository are insured up to a total of $100,000.* The aggregate of a
government entity’s non-interest bearing accounts, i.e., non-interest
checking accounts, are insured up to a total of $100,000* and are insured
separately from the government entity’s interest-bearing deposits. This
separate $100,000 coverage for non-interest bearing accounts only applies
if the depository is in the same state as the government entity.

A public authority, public corporation, public commission, or special
district receives separate insurance coverage from its parent government
entity only if it was created expressly by state statute and funds have been
allocated for its exclusive use and control. Subordinate or
nonautonomous divisions, agencies, or boards do not receive separate
insurance coverage.

Funds held for a special purpose and required by law to be paid to
bondholders or beneficiaries such as members of pension funds or relief
associations are covered up to $100,000 per bondholder or beneficiary
whether the beneficial interest is vested or not. The fiduciary nature must
be indicated on the account name in the bank’s records.

If more than one person is legal or official custodian of funds for a
government entity, each custodian is separately insured up to $100,000.
Also, if the same person is the custodian of funds for two separate
government entities, the funds for the two government entities are
separately insured.

Moneys held by a government entity in trust are insured separately from
other government entity funds only if the trust is an irrevocable express
trust and the account records indicate the name of both the settlor and the
trustee.




Conflicts of Interest

A public officer authorized to take part in the making of a sale, lease, or
contract shall not voluntarily have a personal financial interest in the
transaction or personally benefit financially from it. Minn. Stat § 471.87.

authorities, seaway port authorities, economlc deve C ent authorltles
watershed districts, soil and water conservation Jstrlat$~ ns, school
districts, hospital dlstrlcts counties and cities. anf&a §471.88. Part |
of this questionnaire will assist you in makmjg adé.te?mlnatlon as to whether
an otherwise forbidden transaction fits within anibf the statutory
exceptions. Care should be taken to determu’fe whether any exception
considered applles to the entity anc{»cun’tract belng audlted g

\.

&= N 7 S
For the purposes oi,thls checkl ﬂ‘.lnterested officer” sha
officer or employee, who dire -ovﬂ?raugh his or her sp@
prohibited position or interest . the entity making
matter of the ]base or “*‘h‘ aw ith the governing




Public Indebtedness

The authority of a local unit of government to incur
Indebtedness is governed by statute. Many local units of
government have authority to issue bonds ot certificates
of iIndebtedness for specific purposes ’subject (0]
restrictions on amount or duration éé“ ocal units of
government are authorized to enterinto a lease-
purchase agreement with a local bank ‘equipment
company, or other entity. School djs"trlcts with certain
limitations, have specific stétutory authority to obta In a
line of credit from a financial'institution, as per AR
Stat. § 123B4@9:(b). qu?eyeﬁ absent thisityge of f' cific. .
authonty (6] 2)"bta|n a an-or-line of credit; 1

»f'() afmanC| w on
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Contracts — Bid L.aw

Minn. Stat. § 471.345, the Uniform Municipal Contracting Law, was
established to provide dollar limits for all municipalities upon contracts which
shall or may be entered into on the basis of competitive bids, quotations, or
purchase or sale in the open market. Vendors may now submit bids,
guotations, and proposals electronically in a form and_ mr required by
the municipality. Minn. Stat. 8 471.345, subd. 18. e AT

Generally, the following thresholds apply beginnir ugust. ‘ 30@8:

— 1. For contracts over $100,000--sealed bids, s téd’@é%ﬂ;& notice and

subject to the particular requirements of the gb}[emrﬁ ntal sub i_\)iéi'on_, [Prior to
August 1, 2008, this threshold applied to cont éﬁtsgy@r&so,ooo.ﬂ; k5N
— 2. For contracts from $25,000 to $100,000--sealed bids or direct negotiation,

with two quotations whenever possibgfilb’rio_r to August 1, 2008, this threshold
-ope jihaleast o

¢ [Priorito August 1, 2008, this threshBld -
S5 - 2z P -

applied to contracts from $10,000 to $50,000.%] -
— 3. For contracts of $25,000 or less--open-market or quotations (W

contract quotations, if practicable

-
‘v




Claims and Disbursements

- Has every person or the by
person’s agent claiming AT
payment put such claim SRS .
in writing (which includes A3 LAY
an electronic transaction
record) by items?

- Has each declaration for 0

payment (described & -

below) been signed to the=
effect that such account,

claim, or demand is ju

and and thal

L~




Prompt Payment of Local Government

Bills
*  Were all bills paid within the
time period set by the terms of
the contract or within the
standard payment period?

- Standard payment period is:

— 35 days from receipt for
governing boards that meet at
least once a month;

— 45 days from receipt of goods
or services or invoice,
whichever is later, for & o=
governing boards that do not ©- . 5=
meet at least once onthy. 5
and: S ERGAs




Miscellaneous Provisions
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(Applies to governing body of a school

Minnesota Open Meeting Law

district, unorganized territory, county, , ANV

city, town, or other public body; and to
any committee, subcommittee, board,
department, or commission of the
public body.) ¥

1.Were all meetings of the governing t{
board and of any committee, gt
subcommittee, board, department -or, ‘
commission of the governmg nga? / L
open to the public? %

2.1f a meeting was cle‘sed dl the
governing board state on the record the
specific grounds permitting * e m eetmg
to be closed an be th e‘su'blec’t
to be discusseo Ny

3.Were all ¢ e.j‘.‘;;{ :

those close -
attornay. i
reco au\ < €
body? .~

~itt A~ A
: o o ,—'*9
expense of

A i
go .

] N

.
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Unclaimed Property

«  (Applies to any court, public
corporation, public authority or

public officer of this state, or a | \g\:‘,.q \-
political subdivision.) Ry

* If the local government’s L FSTL T N A NN D,
records show unclaimed or B Unclayned SR
uncashed checks or other = i e b
intangible property held for A z

more than three years (or one aak
: € ¥ 0N \ 3 -




Withholding Affidavit/Certificate

(Applies to all local governments.)

Before making final settlement with any contractor under a contract
requiring the employment of employees for wages by said:contractor
and by subcontractors, did the entity obtain a certificate by the
Commissioner of Revenue that the contractor.or “ubcc)ntractor has
complied with the withholding requwementsa’f rm Stat. §290.92
(either Form IC-134 or a Contractor’'s Wltheho1d|ng Affldawt
Confirmation)?




Destruction of Records

(Applies to all local
governments.)

If the entity disposed
of government |
records, did it do S@*m
compliance wnh,a{'
validly adoptec ;’
i, 8

records rete| ; ol AN X
SCthU'I \‘ ;:’\ ':: e
App‘n - I
Aut




‘Public Purpose’

(Applies to all local
governments.)

Did the entity refrain from
donating money to people,
nonprofit organizations, and
charities unless allowed by
specific authority?

Did the entity refrain from - vz
paying for Christmas paxfr
and other emploxeg lal
events? e g‘ Tt =

Did the entit J!& in
paying retro ve bonuses or - -
pay increase «
bonusor pay.| :

L g '\; ~




Out-of-State Travel Policy

(Applies to each city, county, school
district, regional agency, or other i !
political subdivision, except a town.) o

Does the unit of government have on
record a policy that controls travel
outside the state of Minnesota for the
applicable elected officials of the
relevant unit of government? '

Was the policy initially approved and

were subsequent changes, |fa/y
approved by a recorded vote’f"
Does the policy specify: ;gg 3
— a. when travel ouxglgde\t

appropriate; _t;r'”

— b. applicable ex se lir
— e procedureg-

travel? .

Is the p_oJic.




Statement of Positions

£) Statements of Position - Mozilla Firefox
File Edit
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Statements of Position

The Office of the State Auditor prepares Staternents of Position to provide an educational resource to local governments, auditors and the public. The
Statements of Position address topics that have arisen or may arise as a result of the State Auditor's oversight of local government. Staternents of
Puosition are not legal advice and should not be relied upon in lieu of legal advice.

Statements of Position are developed after careful review of current state law, including Minnesota Statutes, relevant Minnesota case law and
Minnesota Attormey General Opinions. Attormey General Opinions are helpful in guiding the actions of public officials and are often accorded
substantial deference by the courts.

Statements of Position are subject to revision

| Accounting | Borrowing and Debt | Contra
Controls | Law Enforcement | Municipal Lig

g | Data Practices & Record Maintenance | Deposits & Investments | Forfeitures | Internal
Stores | Pensions | Public Purpose | Tax Increment Financing (TIF} |

Accounting

Agset Inventories (pdf, 41k)

Check 21 Act (pdf, 87k) (Revised 3/2007)

County Law Libraries (pdf, 40k) (Revized 10/2008)

County Sheriff Canteen Operations (pdf, 25k)

Enterprise Fund Accounting (pdf, 39k) (Revised 9/2008)

Faorfeiture Proceeds and County Attomey Checking Accounts {pdf, 38k) (Revised 11/2007)

Fund Balances for Local Governments (pdf, 49k)

OPEE Liability Calculation for Implicit Rate Subsidy (Alternative Approach) (pdf, 83k) (Revised 9/2003)
Temporary Interfund Loans (pdf, B3k) (Revised 10/2008)

Borrowing and Debt
Borrowing and Debt: Towns (pdf, 48k)

Contracting

City Bidding and Contract Requirements (pdf, 102k) (Revised 4/2010)
County Bidding and Contract Reguirerments (pdf, 105k)
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Avoiding Pitfalls

Edit Yiew Help

z B Q U | | hitp:/fwsrw. auditor . state. mn.us/default. aspx?page=pitfalls #Bonds
S
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Avoiding Pitfalls

trative Penalties | Audits | Bonds | Compensation | Computers | Conflicts of Interest | Contracting | Data
lan | Disl nt Process | Employee Ex) Employee Payroll | Fire Departments & Rel
nal Controls | Inventory | Investments | Meetings | Municipal Liquor Stores | Public Purpose |
Purchasing | Receipts | Reporting Obligations | Tax Issues | TIF |

Administrative Penalties

Adrministrative Traffic Citations

Accounting Policies

Documentation of Accounting Policies and Procedures
Internal Controls for Special Events

Palicy for Account Adjustments and Write-offs
Uncashed Checks

Audits

Audits of Towns or Small Cities with Combined Clerk/Treasurers
Fire Relief Association Audit Reguirerments — Part |

Fire Relief Association Audit Reguirements — Part |l

Fraud Risk Guestions During an Audit

Bonds

Bonds for Public Employees and Officers
Change in Bonded Officers

Contractors' Performance and Payment Bonds
Obtaining Loans or Lines of Credit

Compensation

County Commissioner Compensation
Local Government Compensation Limit



Federal Compliance
- The “Single Audit Act’ RS

+ Audit of compliance with federaliprogram
requirements AR I O
K SRR S e
* Expend >$500, Q@ of fe_ , F SIS

- 14 categonegﬁ req




Questions

AN
Tom Karlson, CPA SN0 SR
— Manager of Standards R
and Procedures ,’{" e 2w

— Office of the State
Auditor

* 651-296- 47

Tom.karlson@s ,.., 3 -a
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